FOR THE COUNCIL MEETING OF JUNE 18, 2019 


COUNCIL AGENDA REPORT 


TO: City Council 


FROM: City Manager 
Prepared by the Public Information Manager 


SUBJECT: AMENDMENTS TO THE ADOPTED 2019-20 CITY BUDGET 
(SECOND YEAR OF THE APPROVED TWO-YEAR BUDGET) 


RECOMMENDATION: 


That the City Council adopt a Resolution approving amendments to the 2019-20 City 
Budget. 


BACKGROUND: 


Last year, the City Council adopted two one-year budgets covering the period July 1, 
2018 to June 30, 2020. At that time, staff indicated it would be necessary to revisit the 
adopted 2019-20 budget plan during the mid-cycle review and to make any appropriate 
amendments to the budget based on unforeseen events, changes in the economy, the 
future of Measure U as decided by voters, and unanticipated operational needs. Since 
then, staff reassessed economic conditions, operational needs, and the scope of the 
Council’s March 2019 preliminary direction for expenditures of Measure U revenues. This 
report contains, for the City Council’s consideration, amendments to the 2019-20 Budget. 


SUMMARY: 


The previously adopted 2019-20 appropriations for All Operating Funds totaled $198.4 
million; and the recommended Mid-Cycle 2019-20 appropriations total is a proposed 
$222.1 million. Highlights are: 


e Skyrocketing CalPERS obligations further reduce funds available for operations by 
$17.6 million; 

e General Fund structural deficit cut from $8.5 million in 2017-18, to $4 million in 
2019-20; 

e Authorization of 57 full-time and part-time new positions to enhance services — 

mostly with Measure U. This is unprecedented; the City’s five-year annual average 

of new positions is six; 

Initiate Sunday hours and add staff at the Public Library; 

No money for many infrastructure projects, or to replenish depleted fund balances; 

Personnel costs are anticipated to outpace revenues; and 

Reductions are likely in the next two-year budget cycle. 


Every responsible City budget discussion must begin and end by addressing ongoing 
CalPERS obligations. Like hundreds of other public agencies across California, the 
biggest challenge facing the General Fund is soaring pension costs, partly created by 
investment losses sustained by CalPERS during the Great Recession of 10 years ago, 
and more recent CalPERS policy changes being phased in over several years. 


The City’s annual payments are $13.2 million for 2018-19, budgeted at $17.6 million in 
2019-20, and are forecast to escalate to $19.4 million in 2022-23. The average annual 
CalPERS payment increase from 2018-19 through 2022-23 is $1.6 million. This is about 
$300,000 more than the previously reported figure of $1.3 million per year for the time 
span. 


For perspective, the City’s CalPERS payment for 2006-07 was $5.4 million. The 2018-19 
payment is nearly identical to the Fire Department's $13 million budget. In fact, if PERS 
obligations were a department, it would be the second-largest General Fund department, 
behind the Police Department's allocation. Every dollar paid to CalPERS is a dollar less 
available for wages and compensation, and operations. 


Moreover, the projections do not include the impact of CalPERS changing the 
amortization period from 30 years to 20 years. That will start hitting us in 2020-21. 
Further, these projections do not include the dozens of additional positions for service 
enhancements to be funded by Measure U. 


This fiscal year, staff will undertake a comprehensive analysis of CalPERS unfunded 
pension liabilities to help address the projected growing cost obligation. 


In future years, possibly as soon as 2020-21, depending on financial conditions, the City 
may need to unfund positions — and when a recession occurs, then personnel reductions 
will be likely, resulting in decreased service to the public. 


In the General Fund, the previously adopted appropriations were $76.4 million; the 
recommended Mid-Cycle 2019-20 appropriations total is proposed to be $71.9 million, a 
decrease of $4.48 million. This is because a variety of existing municipal services and 
programs performed by 56 existing full-time and part-time positions do not otherwise have 
ongoing, sustainable General Fund revenue to support and maintain them, so starting in 
2019-20 they will be charged to Measure U revenues. 


The City is in a very fortunate position to maintain and enhance public services thanks to 
expanded funding from the Measure U transactions and use tax (a one-cent sales tax). 
In the November 2018 election, Measure U received over 74 percent voter approval, 
enhancing it from the previous quarter-cent rate. Without Measure U, the City would have 
faced deeply reducing staffing and programs across departments. 


With respect to General Fund revenues, excluding one-time use of Local Economic 


Augmentation Fund (LEAF) reserves, the previously adopted revenues were $67.91 
million; the recommended Mid-Cycle 2019-20 revenue total is proposed to be $67.84 
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million. Including LEAF reserves, the previously adopted revenues were $68.99 million; 
the recommended Mid-Cycle 2019-20 revenue total is proposed to be $68.92 million, a 
decrease of approximately $67,000. 


Further, the City has a number of reserves now either below the Council-adopted 
minimum balances or prudent levels including fleet replacement, infrastructure 
improvements, and the LEAF. As previously reported, it will take years of diligent fiscal 
management, to which the Council has committed, to rebuild the depleted fund balances. 


The Mid-Cycle amendments lower by nearly half the size of General Fund structural 
deficit, from $8.5 million in 2017-18, to a proposed $4 million for 2019-20, primarily as a 
result of the passage of Measure U. This is 
progress towards the City Council’s goal of 
a balanced General Fund budget, 
however, this will be the 11" consecutive 
year with a structural budget gap. 


To close the $4 million gap (which 
represents about 5.6 percent of the total 
General Fund budget), staff recommends 
using a combination of expenditure savings 
of approximately $2.2 million by 
maintaining vacant positions, and using the 
previously authorized nearly $1.1 million 
from the LEAF. Further, the General Fund 
will recover about $728,000 from increases | The chart identifies three sources to 
in General Fund support positions to | close the General Fund budget gap. 
Measure U. The General Fund will charge 

Measure U for that support through cost allocation, and will be charged back in two years’ 
time. This is illustrated in the above chart. 


a LEAF ® Maintain Vacancies = Future Cost Allocation 


The City began drawing from its LEAF since 2008-09; at its peak this “rainy day” fund 
contained $11.7 million. Using the aforementioned LEAF reserve to help balance next 
year’s General Fund budget will result in the remaining balance in the LEAF reserve, as 
of June 30, 2020, to be an estimated $3.1 million, as illustrated on the following page: 


Page | 3 


LEAF Reserve Balances By Fiscal Year 
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The chart shows the drawdown on the “rainy day” Local Economic Augmentation Fund 
(LEAF), a one-time reserve, to help cover operational expanses. 


For 2019-20, proposed personnel recommendations bring City-wide staffing totals to 570 
authorized full-time positions and 79 part-time employees, for a total of 649 authorized 
positions. The vast majority of these 57 authorized new positions will be paid for by 
Measure U (there are 36 new full-time and part-time positions being directly charged to 
Measure U, and 10 General Fund support positions that will be charged through cost 
allocation). This is unprecedented in City history. The five-year annual average for 
authorized new positions is six. 


The proposed staffing brings the ful-time employge-to-population ratio up to 6.04 
employees per thousand residents — from 4.77 employees per thousand. The average 
per thousand figure for Santa Barbara, Lompoc, and San Luis Obispo is closer to 8.8. As 
such, while Santa Maria competes for talent with these regional cities, it does not have 
the tax base or breadth of services to equal the employee-to-population ratio of these 
cities. 


In all, 53 new full-time positions and four part-time positions are being recommended over 
previously authorized levels Citywide. The Police and Fire departments comprise 272 full- 
time positions, or 59 percent, of the total General Fund positions, including 47 percent of 
all city-wide General Fund positions. 
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Full-time and part-time positions by department are summarized on Attachment B of this 
staff report. Attachment B also shows the previously authorized 2019-20 allocations and 
the personnel changes being proposed in 2019-20. 


The City has many more operational needs that it cannot afford at this time. Staff may 
return to Council in the first quarter, when revenues are re-assessed, to determine 
whether other budget requests for 2019-20 can be considered. 


ECONOMIC OUTLOOK: 


Nationally, the economy is riding a 10-year expansion but a slowdown is viewed as 
inevitable. Job growth continued for the record 103" consecutive month in April 2019 and 
the national unemployment rate fell to 3.6 percent, a new 50-year low. The stock markets 
began the year strong and some set fresh record highs, then whipsawed on global trade 
concerns centered upon trade disputes and tariffs. 


Many economists agree slower economic activity is inevitable as the stimulus fades, but 
early into 2019 the labor market is defying a slowdown. With more than 7 million open 
jobs in the U.S., finding and keeping talent continues to be a challenge for every industry. 
So far, fundamental indicators of economic health — the labor market and inflation — are 
holding an ideal position. Nationally, inflation was 2.0 percent for the year ending in May 
— exactly the goal of the Federal Reserve. 


California’s economy is performing well. Governor Newsom released his proposed $213.5 
billion budget revise in May. Newsom wants to add $1.2 billion into the state’s rainy-day 
fund, bringing the reserve to $16.5 billion for 2019-20. His staff estimates the next 
recession could result in a $70 billion, three-year hit to revenues. Job creation seems to 
be slowing, partly because employers are having difficulty finding enough qualified 
workers. The statewide unemployment rate is at a long-term low, and jobs have been 
growing for more consecutive years than is typical. Improvements have occurred across 
almost all major industries in the state and across California’s diverse regions. These job 
market improvements show in family incomes, which have picked up substantially over 
the past few years. 


In Santa Maria, revenues are to increase starting on July 1, 2019, through the one-cent 
local sales tax “Measure U” approved by over 74 percent of City voters in the November 
2018 election. This revenue, being a sales tax, is volatile and vulnerable to a recession. 
Measure U formerly was a quarter-cent tax. 


Building plans for several new businesses include Hobby Lobby at the former Toys R Us 
location, Planet Fitness at the former Weatherby’s furniture building, and a new four-story 
Hampton Inn at the northwest end of Broadway (Highway 135). The new Coast Hills 
headquarters at Enos Ranch is to be completed this summer, and Toyota is grading its 
future location at Enos Ranch. Once Toyota relocates, KIA is to take over its former 
location. The City’s unemployment rate was 6.2 percent in March, compared to the 3.5 
percent rate for Santa Barbara County. 
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Santa Barbara County in June adopted a balanced $1.14 billion budget for 2019-20. 
There are no service level reductions for the first time since 2017-18. On the west side of 
Santa Maria, the new $111 million Northern Branch Jail along Black Road where 
construction began in October 2016 is now scheduled to open in January 2020 with 376 
inmate beds. 


The City of Lompoc is facing a projected $3.7 million budget shortfall over the 2019-21 
fiscal years. The City Manager says the City Council must either cut 8.7 percent from 
every department's budget that could result in layoffs and cutbacks, or hold an election 
for a one percent sales tax increase to generate about $4.9 million annually. Lompoc has 
only about $2 million in reserves, or a quarter of the $8 million that would be prudent. 


The median home value in Santa Maria year-to-date is in the range of $390,000 to 
$392,500, the highest since the Great Recession; the median home value has increased 
3.9 percent over the past year and is projected to increase about 2.3 percent next year; 
and the median rental price in Santa Maria this year is approximately $2,150, all according 
to local sources and Zillow. 


2019-20 General Fund Revenues 


The recommended adjustments for all General Fund revenues, by category, are shown 
below, followed by a discussion of significant variances: 


General Fund Revenues 
Estimated Previously 
Actuals Adopted Recommended Proposed 
Description 2018-19 2019-20 Adjustments 2019-20 


Taxes S 52,883,049 $ 53,963,440 $ (873,430) $53,090,010 
Licenses, Permits & Fines 2,743,755 2,743,840 0 2,743,840 
Revenue from Use of Money & Property 1,250,483 1,320,330 (50,000) 1,270,330 
Revenues from Other Agencies 516,495 377,400 0 377,400 
Charges for Service 5,581,262 4,543,710 742,646 5,286,356 
Other Revenue and Transfers 7,547,692 6,044,233 113,999 6,158,232 
Total S 70,522,736 S 68,992,953 (66,785) $68,926,168 | 


The reduction in the Taxes category is a decrease in sales tax, down because of one- 
time adjustments. The California Department of Taxes and Fee Administration’s new 
reporting system implemented in spring 2018 has problems. Initially, businesses had 
trouble submitting timely and accurate sales tax information, which in turn resulted in 
greater numbers of adjustments in future periods. Although many system problems have 
been resolved, the adjustments to correct prior period allocations will affect the 2019-20 
sales tax allocation to the City. Also, the Transient Occupancy Tax (TOT) is revised to 
be more accurate and reflect a flattening in the receipts. The reason for the reduction is 
two-fold; first, an increase in hotels in neighboring communities. The charges for service 
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is up because a school resource officer is being added, for which the City will be 
reimbursed. Second, the hotel industry as a whole has leveled off after consistent growth 
since the Great Recession. 


2019-20 General Fund Appropriations 


As previously mentioned, proposed General Fund appropriations (not counting Measure 
U) for the 2019-20 are $71.9 million. The following table presents, by department, the 
originally proposed 2019-20 General Fund budget contained in the two-year financial plan 
(adopted in June 2018), and the Mid-Cycle recommended adjustments to the 2019-20 
General Fund Budget. 


General Fund Appropriations 
Previously 
Adopted 
2019-20 


Estimated 
Actuals 
2018-19 


Recommended 
Adjustments 


Proposed 


Department 2019-20 


Police 

Fire 

Publ:c Works 

Recreation & Parks 
Community Development 
City Attorney 

City Manager 

Finance 

Mayor & Council 


Total 


$ 29,241,503 
13,057,378 
2,665,255 
9,690,960 
3,741,286 
1,179,348 
5,304,046 
5,466,655 
176,300 


$ 70,522,731 


$32,049,149 
12,845,962 
3,231,047 
10,508,941 
4,158,496 
1,448,718 
5,877,812 
6,064,299 
215,659 


$76,400,083 


$ 


$ 


(1,824,835) 
(1,412,653) 
155,582 
(1,391,720) 
(125,265) 
(173,815) 
617,970 
(292,637) 
(34,586) 


(4,481,959) 


$ 30,224,314 
11,433,309 
3,386,629 
9,117,221 
4,033,231 
1,274,903 
6,495,782 
5,771,662 
181,073 


$ 71,918,124 


Variances to General Fund appropriations or noteworthy personnel changes, by 
department, is explained as follows. There are 10 new General Fund support positions 
that will be charged through cost allocation: 


Police Department 

The Police Department is showing a decrease of $1.8 million in appropriations, because 
some services will be maintained through Measure U. Authorize one full-time school 
resource Officer. (See next section for a discussion of Measure U.) 


Fire Department 

The Fire Department is showing a decrease of $1.4 million in appropriations, because 
some services will be maintained through Measure U. (See next section for a discussion 
of Measure U enhancements.) 
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Department of Public Works 

The Public Works budget is increasing by $155,000 to fund a previously authorized 
Management Analyst position. Public Works is also requesting a reclassification of Street 
Supervisor to Public Works Operations Manager, and the creation of a career ladder for 
the Engineer series. 


Recreation and Parks Department 

The Recreation and Parks Department is showing a decrease of $1.3 million in 
appropriations, because some services will be maintained through Measure U. Also, there 
will be one upgrade of a position, and one equity adjustment to bring the Director of 
Recreation and Parks position up to the average and median pay scale in relation to 
comparable cities. 


City Manager's Office 

Reclassify three support positions: one Confidential Office Clerk II to Secretary to the City 
Manager, the Confidential Office Clerk | to a Confidential Technician |, and the Human 
Resources Clerk to a Confidential Technician | (these General Fund costs will charge 
Measure U for these support positions through cost allocation, and will be charged back 
in two years’ time). 


Authorize a Project Manager, Business Analyst, and the GIS Technician I/II series in the 
Information Technology division. In the Human Resources division there are to be one 
new Management Analyst |, and two Confidential Office Clerk Is (again, this is General 
Fund support through cost allocation). Make one equity adjustment to bring the Director 
of Human Resources and Records position up to the average and median pay scale in 
relation to comparable cities. 


Also, authorize funds for the Alignment Project, and costs for radio equipment. 


Finance Department 

Authorize one new full-time Accounting Manager, one equity adjustment to bring the 
Director of Finance position up to the average and median pay scale in relation to 
comparable cities, and funds for training. Finance budget was reduced by $595,000 to 
remove the previously approved operating transfer from the General Fund to Measure U. 
Also, a one-year special allocation of $50,000 to the Santa Maria Valley Chamber of 
Commerce, to support the establishment and early action plans for regional economic 
development, and $15,000 for the CalPERS unfunded pension liability analysis. 


2019-20 Measure U: 


Measure U is predicted to generate $19.3 million in its first year as a one-cent sales tax, 
which began on April 1, 2019. This is a significant boost from the approximately $5.5 
million generated by the former quarter-cent Measure U tax rate in 2018-19. The new 
revenue, therefore, will be about $13.9 million. 
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The City will use all of Measure U revenue to maintain a variety of existing municipal 
services and programs performed by 33 existing positions already Measure U-supported, 
maintain 56 more that do not otherwise have ongoing revenue to support, and use the 
remaining funds to enhance services through 36 new full-time and part-time positions. 


Measure U advances the City Council’s commitment to all those voters who passed 
Measure U2018 to improve the community. The goals are to first maintain services and 
introduce service enhancements. The objectives are to make Santa Maria safer, with 
more services for youth, and to improve quality of life. The Council’s March 2019 direction 
is to spend 90 percent on public safety services, five percent on youth services, and five 
percent on quality of life services. 


Estimated As Originally 
Actuals Adopted Recommended Proposed 
MEASURE U FUND ANALYSIS 2018-19 2019-20 Adjustments 


Beginning Fund Balance 316,636 2,394,592 


Projected Revenue 7,974,000 S 5,456,463 $ 13,872,887 


Police 2,491,831 3,154,765 5,982,650 9,137,415 
Fire 2,933,835 1,784,276 5,148,457 6,932,733 
Recreation & Parks 183,551 228,690 1,802,184 2,030,874 
Library 76,182 83,226 618,495 701,721 
Community Development - - 20,000 20,000 
City Attorney 101,659 96,776 281,101 377,877 
City Manager - - 20,000 20,000 
Finance 108,986 108,730 - 108,730 

$ 5,896,044 S 5,456,463 $ 13,872,887 $ 19,329,350 


Ending Fund Balance $ 2,394,592 $ 2,394,592 


Reserve for General Support 

Toward Reserve Policy 

Unrestricted Fund Balance 

2,394,592 


In total, this means Measure U revenues will directly support 125 of the City’s 649 full- 
time and part-time positions. That is 19 percent of the workforce, or nearly one in every 
five employees. 


First, the City necessarily must program in the existing $5.45 million in projected 2019-20 
Measure U revenues to maintain support of 33 positions (27 full-time and one part-time) 
in three departments (Police, Fire, and Recreation and Parks) plus five limited service 
positions in the Public Library. This represents funding for 10 percent of sworn Police 
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Officers plus several non-sworn police personnel, 20 percent of the City’s fire stations 
(the operations at Fire Station No. 5 plus one Battalion Chief), eight hours per week at 
the Public Library, and code compliance, park ranger, and graffiti abatement resources. 
Fully 26 full-time positions funded by Measure U are public safety-related. 


Second, Measure U funds will maintain 56 existing full-time and part-time positions 
directly relatable to Measure U. 


Third, back in March 2019, the Council indicated a desire to create a Measure U reserve 
to help assure these vital services can be sustained during a temporary or cyclical 
reduction of revenue. Given Measure U will fund the City’s vital, highly demanded 
services and sales tax is inherently volatile, staff proposes Council set an eventual goal 
of a 20 percent reserve of $3.6 million. Staff recommends an initial contribution of 
$900,000. Additional contributions may be possible at the end of fiscal year 2019-20 if 
reserves materialize as projected. In the event of a recession, which is inevitable, this 
reserve would be tapped to maintain Measure U-related expenses. 


In summary, maintaining and enhancing services as soon as possible is important to 
begin the heightened services the voters authorized. Logistically and realistically, the 
hiring of these dozens of new positions will commence as soon as July 1* with the 
understanding that various positions will be hired at different dates throughout the fiscal 
year. 


Police Department 

Measure U enhancements are 15 new full-time personnel and one upgrade. This includes 
11 additional Police Officers and one investigative specialist, to address substantive 
public safety concerns including understaffing, excessive caseloads, and policing 
limitations in traffic enforcement, property crimes, human trafficking, hit-and-run 
accidents, and Internet Crimes against Children. The officers would be assigned to 
detectives, the Special Enforcement Team, traffic, and patrol. Also, two new public safety 
dispatchers, and one property evidence clerk. One vacant Dispatch Call Taker is be 
upgraded to a Dispatcher |. Additionally, Measure U will maintain 22 full-time positions in 
the Police Department. 


Fire Department 

Enhancements are 13 new full-time personnel, four vehicles, and equipment. Measure U 
personnel enhancements consist of one Deputy Fire Chief, three Fire Captains, three Fire 
Engineers, three Fire Fighters, one Fire Prevention Officer Il, one Fire Prevention Officer 
|, and one Office Assistant |. The department will staff a three-person engine company 
out of Fire Station No. 1, to decrease response times to emergency calls in the downtown 
core. Additionally, about $10,000 for new mobile data computers and 4G cell phones; and 
increased ongoing operational costs associated with a new response unit based at Fire 
Station No. 1. This is in addition to the purchase of two replacement fire engines using 
$1.123 million in Measure U funds already authorized on December 4, 2018 by the City 
Council. Additionally, Measure U will maintain 10 full-time positions. 
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Recreation and Parks 

Measure U enhancements consist of four new full-time and part-time personnel. Four 
positions would work teen programs for the Mayor’s Task Force on Youth Safety, These 
would consist of three Recreation Leader Ils and one Recreation Coordinator, plus two 
vans for youth and teen transportation. Three existing Parks Services Officers are 
proposed to be charged to Measure U, as they are currently funded under a 
homelessness grant that will expire in August, and part of their duties is to patrol the 
Public Library. Additionally, Measure U will maintain 22 positions in this department. 


Public Library 

Four new full-time and part-time personnel to expand to provide the public with Sunday 
Library hours, for outreach to at-risk youth and the overall community, to help fulfill the 
goals of youth services and quality of life. Also, fund a minor remodel of the Learning 
Center. 


City Attorney’s Office/Code Compliance 

One new Code Compliance Officer to the City Attorney’s Office to assist with nuisance 
abatement services to improve the quality of life for all residents, reduce the impact of 
homelessness on local businesses, and to help retain and bring businesses. Additionally, 
Measure U will maintain two positions in this office. 


City Manager's Office 
Authorize $20,000 to upgrade the City’s mass notification system database by adding all 
landline telephone numbers. This would be an annual subscription cost, subject to 
increase with inflation. 


Community Development 
Authorize $20,000 to fund downtown events, to help improve the quality of life, and to 
retain and attract businesses. 


General Fund Support (through cost allocation) 

As discussed earlier, the General Fund will charge Measure U for support positions 
through cost allocation, and will be charged back in two years’ time. Those positions are 
described in the General Fund section of this report. 


Department of Public Works 
The enhancement of two full-time positions, and the purchase of one vehicle. 


City Manager's Office 
Six positions to provide needed support for the aforementioned Measure U-related 
staffing and services. 


Finance Department 


Two full-time positions, a Management Analyst and a Finance Clerk; and new computers 
and workstations for one Accounting Manager, one Management Analyst, and one 
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Finance Clerk, to accommodate additional work, including payroll administration, 
generated by the dozens of additional Measure U-funded positions. 


Enterprise Funds: 


Aside from the anticipated salary and pension-related increases, as well as increases in 
the cost allocation expenses, the following are some of the other more noteworthy 
changes from the previously adopted 2019-20 budget. 


Finance Department 
Authorize one Utility Billing Supervisor, a reclassification from Lead Utility Billing Clerk. 


Utilities/Landifill 

Authorize two new full-time positions, one full time Management Analyst and one full time 
Landfill Heavy Equipment Operator; fund one full time Water Operator; $200,000 for a 
feasibility study of new disposal area and Groundwater monitoring and testing; $800,000 
for comingled recycling processing; and $100,000 for the cost of service and a rate study 
for solid waste collections. 


Water/Wastewater 

Add $5,184,560 for increased State Water charges. The City's May 2, 2019 bill for 2019- 
20 is $20,864,258 for State Water costs ($16,592,807 budgeted) and $5,460,783 for 
CCWA costs ($4,547,674 budgeted). The requested increases will bridge the gap 
between what was originally budgeted for 19-20 (estimated in February 2018) and the 
actual amount the City is required to pay to CCWA. 


Add $48,000 to resume fluoridation of the municipal water supply. Following a regular 
meeting on May 21, 2019, the City Council directed Staff to prepare for consideration a 
supplemental budget request to reinstate fluoridation of the City's water supply. This is 
for the same amount as was eliminated from the budget during 2018-19 to meet the 
department’s budget reduction requirements. From 2004 to 2014, the City was required 
to add fluoride to its drinking water supply under a grant requirement. Since then, fluoride 
was continued to be added at the discretion of the City, but it was not required by State 
or Federal regulations. Discontinuation of the program, which occurred in October 2018, 
did not impact the quality or quantity of the water delivered to the public. State Water 
delivered to the City continued to contain trace amounts of fluoride; however, no 
additional fluoride was added to the City's water supply at its blending and disinfection 
facility. 


Transit 

About $3.14 million, for the purchase of two electric buses for $1.7 million to replace old 
vehicles that are past their useful life, and to meet the vehicle replacement requirement 
as recommended in the Short Range Transit Plan; nearly $1.1 million to purchase two 
expansion buses to increase service frequency during peak commute times, subject to 
Federal Transit Authority approval; overhauling up to four buses, and purchasing two 
sedans for ambulatory ADA paratransit service. 
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Special Revenue Funds: 


For the Public Library, additional funding to cover the Black Gold fee increase; new 
workstations and computers for new staff; replacement pay stations for printers; a Library 
electronic newsletter; increase in programs and supplies funding using revenue 
generated by the Library Shop and passport program; the annual contribution from the 
Orcutt Friends of the Library; and an equity adjustment to bring the City Librarian position 
up to the average and median pay scale in relation to comparable cities; and a cost neutral 
conversion of several limited service positions to part-time positions. 


About $120,000 in growth mitigation funds for the design of three traffic signals for 
Morrison Avenue/Depot Street, Depot Street/Cook Street, and College Drive/Alvin 
Avenue. 


Authorize $75,000 from the Public, Education, and Government (PEG) account, to 
replace 15-year old hardware and software, and add webstreaming and video-on-demand 
options. 


Staff recommends $10,000 for the Santa Maria Bicycle Education and Safety Program. 


Landscape Services, Mitigation and Grant Funds: 
About $160,000 to purchase a truck, trailer and mower. 


Capital Projects Funds: 


There are $8.26 million in proposed capital projects. There will be a one-time construction 
cost of $250,000 associated with remodeling the Fire Administration building to 
accommodate additional staffing and improve functionality; and staff is recommending 
$500,000 to relocate the extremely cramped Finance Department into another facility. 


An additional $906,236 in SB-1 gas tax funds, increasing the 2019-20 allocation to $2.67 
million in SB-1 gas tax funds. 


Also, funds to convert fuel tanks to more appropriately meet the needs of the City’s fleet 
fuel usage; funding to electronically scan all historical and current plans and maps held 
by the Engineering Division; buying a replacement trailer-mounted booms lift; sewer 
mainline repair; and a potable water line from Stowell Road to Black Road. 


Internal Service Funds: 


Fleet 

Authorize one Fleet Mechanic to service the extra vehicles purchased with Measure U for 
other departments. Update the fleet replacement capital budget by $547,000 to accurately 
reflect revised 2019-20 anticipated replacements. The overall budget decrease of 
$297,000 is primarily due to the budget of $1.123 million for two fire engines being moved 
from 2019-20 to 2018-19 as authorized by the City Council in December 2018. This was 
previously described in this report. 
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Business, Communication and Telephone Equipment: 

An increase of $971,100 in Business, Communication and Telephone Equipment funds 
is recommended to replace equipment that has met or exceeded its useful life, including 
computers, servers, data storage and other network equipment. 


Insurance & Workers’ Compensation: 

Additional budget of approximately $130,000, is requested to fund liability insurance 
premiums that continue to escalate due to the unstable and volatile market. In addition, 
staff is recommending one-time funding of $175,000, to secure services to conduct the 
required ADA Transition Plan and Self-Assessment for compliance with the American 
with Disabilities Act, and identify on-going costs needed to maintain compliance, including 
purchasing required aids, services on retainer, and specialized legal counsel. 


FUTURE ISSUES: 


Looking beyond 2019-20, the City Council needs to brace for added expenses that will 
outpace added revenues. Strategies for maintaining an ongoing balanced budget include 
holding more vacancies, unfunding vacancies, across the board reductions, and/or taking 
other actions. These strategies will need to be part of the upcoming 2020-22 two-year 
budget. 


Skyrocketing pension-related expenses continue to make it very difficult for municipalities 
throughout California to balance their budgets, and new updates reflect even steeper 
rates. The City’s soaring pension costs have been the topic of discussion for seven years 
— and will be for years to come. 


Serious factors include CalPERS’ reductions of the Discount Rate (from 7.75 percent to 
7.5 percent then to 7.0 percent). Also, CalPERS reducing the amortization period from 30 
years to 20 years. Then there are the impacts of dozens of additional positions. What 
vexes many observers are CalPERS’ poor investment returns even during the 103-month 
economic recovery with record stock market indices. Combined, these factors mean that 
cities (including Santa Maria) have to increase their employer payments. 


The pension crisis is real. Santa Maria’s expenses have soared from $5.4 million in 2006- 
07 to $13.2 million in 2018-19, and are projected to hit $19.4 million in 2022-23. That is 
an increase of 259 percent! 


Due to the nature of sales tax, Measure U revenues will remain volatile, expenditures will 
be revisited annually, and there may be reductions resulting from an economic downturn. 
Some of the enhanced support expenses paid for by the General Fund will after two years 
be transferred into Measure U, under the City’s cost allocation formula. 
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Impact to the Community: 

Adoption of the above recommended amendments to the 2019-20 City budget will enable 
the maintenance and enhancement of municipal services as directed by voters. 
Accordingly, staff intends to continue to provide City residents and businesses with the 
most efficient and cost-effective municipal services possible and continue to adhere to 
high standards of exceptional service to the community. 


JASON SNLWELL 
City Manager 


Attachments: A—Summary of Proposed Appropriations for Fiscal Year 2019-20 
B — Position Allocation by Department for 2019-20 
C — Summary of Revenues for Fiscal Year 2019-20 
D — Fund Analysis for Fiscal Year 2019-20 
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ATTACHMENT A 
MID-CYCLE REVIEW - BUDGET FOR FISCAL YEARS 2019-20 


PREVOUSLY 
ADOPTED 
2019-20 
GENERAL FUND: 
Mayor & Counc'l $ 215,659 
City Attorney 1,448,718 
City Manager 5,877,812 
Finance 6,064,299 
Community Development 4,158,496 
Recreation & Parks 10,508,941 
Fire 12,845,962 
Police 32,049,149 
Public Works 3,231,047 
Sub-Total General Fund 76,400,083 
MEASURE U FUND: 
Police 3,154,765 
Fire 1,784,276 
Recreation & Parks 228,690 
Library 83,226 
City Attorney 96,776 
City Manager - 
Finance 108,730 
Community Development - 
Sub-total Measure U Fund 5,456,463 
Total General Fund 81,856,546 
ENTERPRISE FUNDS: 
Water Resources 44,745,728 
Solid Waste 45,696,801 
Public Transit 10,478,111 
Radio/Technolagy 827,741 
Total Enterprise Funds 101,748,381 
SPECIAL REVENUE FUNDS: 
Library 3,555,984 
Park Acq. & Development 1,650,000 
Residential Development Tax - 
Business Attraction Loan 130,000 
County Measure A 7,360,420 
CDBG-Block Grent 1,564,818 
Economic Development Fund - 
Public Access TV 295,194 
Traffic Safety 325,250 
Total Special Revenue Funds 14,881,666 
TOTAL OPERATING FUNDS 198,486,593 
LANDSCAPE MAINTENANCE SERVICES & 
MITIGATION FUNDS: 
Growth Mitigat:on 73,640 
Landscape Maintenance Services 5,635,802 
Stowell Parking & Lighting 50,839 
Total Landscape Services & Mitigation 5,760,281 


PROPOSED 
2019-20 


$ 181,073 
1,274,903 
6,495,782 
5,771,662 
4,033,231 
9,117,221 
11,433,309 
30,224,314 

3,386,629 
71,918,124 


9,137,415 
6,932,733 
2,030,874 
701,721 
377,877 
20,000 
108,730 
20,000 
19,329,350 


91,247,474 


50,462,720 
50,557,365 
13,717,669 

843,124 


115,580,878 


3,625,963 
1,600,000 
130,000 
7,560,075 
1,720,777 
336,779 
340,250 


15,313,844 


222,142,196 


193,640 
5,703,936 
50,918 
5,948,494 


INCREASE/ 


(DECREASE) 


$ (34,586) 
(173,815) 

617,970 

(292,637) 
(125,265) 
(1,391,720) 
(1,412,653) 
(1,824,835) 
155,582 


(4,481,959) 


5,982,650 
5,148,457 
1,802,184 
618,495 
281,101 
20,000 
20,000 
13,872,887 
9,390,928 


5,716,992 
4,860,564 
3,239,558 
15,383 
13,832,497 


69,979 
(50,000) 


199,655 
155,959 
41,585 
15,000 
432,178 


23,655,603 


120,000 
68,134 
79 
188,213 
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ATTACHMENT A 


MID-CYCLE REVIEW - BUDGET FOR FISCAL YEARS 2019-20 


CAPITAL PROJECT FUNDS: 
General Capital Projects Fund 
Gas Tax & Local Transportation 
Developer/Grant Projects 

Total Capital Project Funds 


INTERNAL SERVICE FUNDS: 
Fleet Services 
Bus., Comm., & Tel. Equipment 
Local Economic Aug. Fund 
Insurance & Workers’ Comp. 
Total Internal Serivce Funds 


TOTAL CITY APPROPRIATIONS 


tind achat Dinca 


$ 


PREVOUSLY 
ADOPTED 
2019-20 


1,384,010 
5,138,520 

779,460 
7,301,990 


9,394,289 
2,442,992 
1,085,400 
7,880,669 
20,803,350 


PROPOSED 
2019-20 


2,024,794 
6,044,756 

779,460 
8,849,010 


9,097,689 
3,414,092 
1,085,400 


8,307,343 
21,904,524 


$ 258,844,224 


(DECREASE) 


$ 


INCREASE/ 


640,784 
906,236 


1,547,020 


(296,600) 
971,100 


426,674 
1,101,174 


26,492,010 
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ATTACHMENT B 
Position Allocation by Department for 2019-20 


PREVIOUSLY PROPOSED INCREASE/ 
DEPARTMENT STATUS AUTHORIZED 2019-20 (DECREASE) 
Police FT 180 195 15 
PT 2 2 0 
182 197 15 
2019-20 Budget: Add 11 FT Police Officers, one FT Investigative Specialist, two FT Dispatcher I/lls, and one FT Property 
Evidence Clerk 
Fire FT 61 74 13 
a: a: nF 
62 75 13 


2019-20 Budget: Add one FT Deputy Fire Chief, three FT Fire Captains, three FT Fire Engineers, three FT Fire Fighters, two 
FT Fire Inspector I/lls, and one FT Office Assistant 


Utilities FT 92 94 2 

PT 2 2 0 

94 96 2 
2019-20 Budget: Add one FT Management Analyst !, one FT Landfill Heavy Equipment Operator, and fund one FT Water 
Operator 

Public Works FT 52 61 9 
(| 

60 63 3 


2019-20 Budget: Add one FT Management Analyst |, one FT Maintenance Worker I/II], one FT Equipment Mechanic I/II; 
upgrade four PT Laborer Ills to FT Maintenance Worker I/lls and one PT Transit Technician to FT Transit Assistant, and one 
PT Account Clerk Aide to FT Office Assistant I/II 


Recreation & Parks FT 42 44 2 
PT 47 55 8 
89 99 10 


2019-20 Budget: Add one Recreation Coordinator, add one PT Park Services Officer, fund one PT Park Services Officer, 
upgrace one PT Park Services Officer to FT Park Services Officer Il, upgrade six LS General Laborers to PT Laborer Ills, 
upgrade one LS Administrative Aide to PT Facility Specialist II 


Library FT 15 17 2 
PT 11 13 2 
26 30 4 

2019-20 Budget: Add one FT Librarian |, one FT Librarian Il, one PT Clerk Il, and one PT Library Technical Assistant 
Community Development FT 25 25 0 
PT 1 1 0 
26 26 0 
Attorney Rr 11 12 1 
2019-20 Budget: Fund one FT Code Compliance Officer I/Il and add one additional FT Code Compliance Officer I/II 
City Manager FT 22 28 6 
PT 3 3 0 
25 31 6 


2019-20 Budget: Add one FT Management Analyst I/II, two FT Confidential Office Clerk I/Ils, one FT GIS Technician I/II, one 
FT Business Operations Analyst, and one FT Project Manager 


Finance FT 17 20 3 
2019-20 Budget: Add one FT Accounting Manager, one FT Management Analyst, and one FT Finance Clerk I/II 


TOTAL FULL-TIME (FT) 517 570 53 
TOTAL PART-TIME (PT) 75 79 4 
GRAND TOTAL 592 649 57 
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ATTACHMENT C 
Summary of Revenues For Fiscal Year 2019-20 


GENERAL FUND: 
Taxes: 
Property Tax 
Sales Tax 
Transient Occupancy Tax 
Other Taxes 
Total Taxes 


Revenues from Other Agencies: 
Other Subventions 
Total Revenues from Other Agencies 


Charges for Services 
Impacted Soil & Surplus Water 
Other Charges for Services 
Total Charges for Services 


Other Revenues 
Licenses, Permits, & Fines 
Interest and Use of Property 
Transfers 
Sub-Total General Fund Revenues 


MEASURE U FUND: 
Transactions & Use Tax 
Operating Transfers In 
Sub-Total Measure U Revenues 
TOTAL GENERAL FUND REVENUES 


ENTERPRISE FUNDS: 
Water Resources: 
Charges for Services 
Interest and Use of Property 
Other Revenue 
Total Water Resources Revenue 


Solid Waste: 
Charges for Services 
Interest and Use of Property 
Other Revenue 
Total Solid Waste Revenue 


Public Transit: 
Revenue From Other Agencies 
Passenger Fares 
Other Revenue 
Total Public Transit Revenue 


PREVIOUSLY 
ADOPTED 
2019-20 


20,857,154 
23,680,784 
4,326,183 
5,099,319 


53,963,440 


377,400 
377,400 


410,000 
4,133,710 


4,543,710 


168,430 
2,743,840 
1,320,330 
5,875,803 


68,992,953 


4,861,000 
595,463 
5,456,463 


74,449,416 


44,159,990 
619,710 
693,495 


45,473,195 


23,711,689 
487,480 
72,050 


24,271,219 


9,359,587 
834,600 
1,074,502 


11,268,689 


PROPOSED 


2019-20 


$ 20,904,359 
23,143,418 
4,016,126 
5,026,107 


53,090,010 


377,400 


377,400 


1,010,000 


4,276,356 
5,286,356 


168,430 
2,743,840 
1,270,330 
5,989,802 


68,926,168 


19,329,350 


19,329,350 
88,255,518 


45,538,436 
619,710 
693,495 


46,851,641 


24,522,555 
487,480 
72,050 


25,082,085 


12,502,711 
834,600 
1,074,502 


14,411,813 


INCREASE 


(DECREASE) 


$ 47,205 
(537,366) 
(310,057) 

(73,212) 


(873,430) 


600,000 
142,646 


742,646 


(50,000) 
113,999 


(66,785) 


14,468,350 


(595,463) 


13,872,887 


13,806,102 


1,378,446 


1,378,446 


810,866 


__ 810,866 


3,143,124 


3,143,124 
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ATTACHMENT C 


Summary of Revenues For Fiscal Year 2019-20 


Radio 
Charges for Services 
Interest and Use of Property 
Total Radio Revenue 


TOTAL ENTERPRISE FUND REVENUES 


SPECIAL REVENUE FUNDS: 
Library 

Park Acquisition & Development 
Park Residential Development Tax 
County Measure A 

CDBG - Block Grant 

Business Attraction Fund 

Public Access TV 

Traffic Safety 

TOTAL SPECIAL REVENUE FUNDS 


TOTAL OPERATING FUNDS 


PREVIOUSLY 
ADOPTED 
2019-20 


1,441,920 


1,441,920 


___ 82,455,023 


3,080,015 
418,290 
53,790 
5,829,970 
1,574,820 
3,670 
620,830 
370,000 


11,951,385 


168,855,824 


LANDSCAPE SERVICES, MITIGATION & GRANT FUNDS: 


Growth Mitigation 
Landscape Services 
Stowell Parking & Lighting 
Grant Funds 
TOTAL ASSESSMENT, 
MITIGATION & GRANT FUNDS 


CAPITAL PROJECTS FUNDS: 
General Fund 

Gas Tax & Local Transportation 
Developer/Grant Street Projects 
TOTAL CAPITAL PROJECTS FUNDS 


INTERNAL SERVICE FUNDS: 

Fleet Services 

Equipment 

Insurance 

TOTAL INTERNAL SERVICE FUNDS 


TOTAL CITY REVENUES 


3,598,771 
6,018,390 
55,847 
149,010 


9,822,018 


106,130 
4,490,790 
779,460 


5,376,380 


8,994,041 
2,281,097 


6,958,313 
18,233,451 


$ 202,287,673 
Ee 


PROPOSED 


2019-20 


1,441,920 


1,441,920 


87,787,459 


2,975,629 
418,290 
53,790 
5,775,913 
1,723,277 
3,670 
620,830 
370,000 


11,941,399 


187,984,376 


3,598,771 
5,942,154 
55,847 
149,010 


9,745,782 


862,640 
4,651,521 


779,460 
6,293,621 


8,994,041 
2,281,097 
7,095,449 


18,370,587 


$ 222,394,366 
ESS 


INCREASE 


(DECREASE) 


5,332,436 


(104,386) 


(54,057) 
148,457 


(9,986) 


19,128,552 


(76,236) 


(76,236) 


756,510 
160,731 


917,241 


137,136 


137,136 


$ 20,106,693 
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ATTACHMENT D 


Fund Analysis for the Fiscal Year 2019-20 


Fund 


GENERAL FUND 
MEASURE U 
Total General Fund 


ENTERPRISE FUNDS 
Water and Wastewater 
Solid Waste 
Public Transit 
Radio/Technology 

Total Enterprise Funds 


SPECIAL REVENUE FUNDS 
Library 
Park Development (Quimby) 
Residential Development Tax 
Economic Development Fund 
Measure A 
CDBG 
Public Access TV 
Traffic Safety 

Total Special Revenue Funds 


TOTAL OPERATING FUNDS 


LANDSCAPE SERVICES, MITIGATION 
& GRANT FUNDS 
Growth Mitigation 
Landscape Mainterance Services 
Stowell Parking & Lighting 
Grant Funds 

Total Landscape Services, 

Mitigation & Grant Funds 


CAPITAL PROJECTS FUNDS 
General Capital Prcjects Fund 
Gas Tax & Local Trensportation 
Developer/Grant Projects 
Total Capital Projects Funds 


INTERNAL SERVICE FUNDS 
Fleet Services 
Equipment 
Local Economic Augmentation Fund 
Insurance Funds 
Total Internal Service Funds 


GRAND TOTAL 


Estimated 
Unrestricted 
Fund Balance 


6/30/2019 


$ 10,071,928 
2,394,592 


12,466,520 


85,632,398 
47,604,288 
1,594,323 
1,315,665 


136,146,674 


1,150,375 
1,181,960 
1,830,288 
443,941 
6,192,515 
81,138 
327,887 
180,831 


11,388,935 


160,002,129 


28,101,700 
1,464,532 
99,816 
590,678 


30,256,726 


2,418,989 
1,784,584 
39,723 


4,243,296 


4,975,619 
10,412,241 
4,177,147 


(2,445,083) 


17,119,924 


Fiscal Year 2019-20 Activity 


Resources 


Revenues 


$ 62,936,366 


19,329,350 
82,265,716 


46,851,641 
25,082,085 
14,411,813 

1,441,920 


87,787,459 


1,425,599 
418,290 
53,790 
3,670 
5,565,913 
1,723,277 
570,830 
370,000 


10,131,369 


180,184,544 


3,598,771 
3,959,313 
55,847 
149,010 


7,762,941 


4,651,521 
779,460 


5,430,981 


8,994,041 
2,281,097 


7,095,449 
18,370,587 


$ 


5,989,802 


1,810,030 


Transfers In 


5,989,802 


1,550,030 


210,000 


50,000 


7,799,832 


1,982,841 


1,982,841 


862,640 


862,640 


Uses 
Appropriations Transfers Out 
$ 69,307,968 $ 2,610,156 

19,111,189 218,161 
88,419,157 2,828,317 
49,720,350 742,370 
49,933,225 624,140 
13,621,662 96,007 
835,983 7,141 
114,111,220 1,469,658 
3,625,963 
1,600,000 
130,000 
6,333,640 1,226,435 
687,042 1,033,735 
316,291 20,488 
40,250 300,000 
12,733,186 2,580,658 
215,263,563 6,878,633 
193,640 
4,066,074 1,637,862 
50,355 563 
4,310,069 1,638,425 
2,024,794 
5,389,707 655,049 
779,460 
8,193,961 655,049 
8,860,483 237,206 
3,400,522 13,570 
1,085,400 
8,170,313 137,030 
20,431,318 1,473,206 


Estimated 
Unrestricted 
Fund Balance 


6/30/2020 


$ 7,079,972 
2,394,592 


9,474,564 


82,021,319 
22,129,008 
2,288,467 
1,914,461 


~_ 108,353,255 _ 


500,041 
250 
1,884,078 
317,611 
4,408,353 
83,638 
611,938 
210,581 


8,016,490 


125,844,309 


31,506,831 
1,702,750 
104,745 
739,688 


34,054,014 


1,256,835 
391,349 
39,723 


1,687,907 


4,871,971 

9,279,246 

3,091,747 

(3,656,977) 
13,585,987 


$ 211,622,075 


$ 211,749,053 


$ 


10,645,313 


$ 248,198,911 


$ 10,645,313 
—_—_—_—_— 


$ 175,172,217 
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